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About Our Companies

Sempra Energy is a San Diego-based energy services holding company with 2010 revenues of $9 billion and 13,500 employees. The
company operates utilities, develops new energy infrastructure and provides energy-related services to customers around the world.
Sempra Energy common shares trade on the New York Stock Exchange under the symbol "SRE.”

San Di‘eqo
Gas & Electric’

SDG&E" is @ requlated public utility that provides safe and reliable
energy service to 3.5 million consumers through 1.4 million electric
meters and nearly 850,000 natural gas meters in San Diego and
southern Orange counties. The utility’s area spans 4,100 square
miles. SDG&E is focused on meeting the growing energy needs of
the region now and in the future by procuring more clean energy
for its customers and installing new, smart-grid technologies.

Southern California Gas Co. (SoCalGas”) is the nation’'s largest
natural gas distribution utility, providing safe and reliable
service to 20.9 million consumers through nearly 5.8 million
meters in more than 500 communities. The company's service
territory encompasses approximately 20,000 square miles
throughout Central and Southern California, from Visalia to
the Mexican border.

Sempra LNG

Sempra Generation provides clean electric Sempra Pipelines & Storage develops, Sempra LNG is a key importer of liqguefied
power to markets in North America. The builds and operates natural gas pipelines natural gas (LNG) and operates receipt
company owns and operates a fleet of low- and storage facilities in Mexico and terminals in North America. The company
emission natural gas-fueled power plants the U.S. Sempra Pipelines & Storage developed the first LNG receipt terminal
and is a leading developer of solar and also manages natural gas and electricity on the West Coast of North America in Baja
wind energy facilities, including the largest  distribution in Argentina, Chile, Mexico, California, Mexico, and a second receipt

photovoltaic solar installation in the U.S. Peru and the U.S.

terminal on the Gulf Coast of Louisiana.



Fellow Shareholders,

Donald E. Felsinger
Chairman and
Chief Executive Officer

Electric (SDG&E), Southern California Gas
Co. (SoCalGas) and our three infrastructure
businesses, Sempra Generation, Sempra

The past year was one of significant
transition and change for our company.

Earnings Per Share Excluding
Sempra Commodities’
(diluted, in dollars)

$3.45"
$2.27
$3.05
$3.16
$3.61

In late 2009, the European Commission
required the Royal Bank of Scotland
(RBS) to sell its stake in our RBS Sempra
Commodities joint venture. This caused

us to reconsider our continued involvement
in commodities trading. After thorough
analysis, we concluded that we should exit
the joint venture at the same time as RBS.

Pipelines & Storage and Sempra LNG.

As an example, we plan to use some
proceeds from the asset sales to finance
the expansion of Sempra Pipelines &
Storage’'s holdings in South America.
Sempra Pipelines & Storage is negotiating
the acquisition of its partner’s stakes

Due largely to investor uncertainty about
the timing and financial impact of our exit
from the commodities trading business,
our stock underperformed in 2010. Now,
with the completion of the sale of the
joint venture, we have narrowed our
business focus, reduced our risk profile
and embarked on a plan to reinvest the
$1.8 billion to $1.9 billion in proceeds.

In 2010, our earnings were $739 million,

or $2.98 per share, compared with earnings
of $1.12 billion, or $4.52 per share, in 2009.
Excluding the results of Sempra Commodi-
ties, our full-year earnings per share rose
14 percent in 2010.

We are deploying the proceeds from our
joint-venture sale to repurchase stock

and grow our core businesses. In the third
quarter 2010, we launched a $500 million
share-repurchase program. The remaining
sale proceeds will help fund an ambitious
capital plan to support San Diego Gas &

* Please see page A-1 for an explanation of this non-GAAP measure.

Represents $1.24 earnings per share related to one-time asset sales.

in Chilguinta Energia and Luz del Sur,
two electric utilities jointly owned since
1999. Both utilities have been consistently
profitable and offer opportunities for
additional investment in the future.

With concentrated focus on utilities and
contracted energy infrastructure, our
risk profile has been reduced. We now
expect a more predictable earnings
stream, enabling us to significantly raise
our dividends to shareholders. Earlier
this year, we announced an increase in
our dividend of 23 percent. Also, our
board of directors established a new
targeted dividend payout ratio of 45
percent to 50 percent of earnings.

2010: Year in Review

In December 2010, both SDG&E and
SoCalGas successfully initiated their
general rate cases with the California Public
Utilities Commission. Plans call for their
new rates to be effective in January 2012.



~In late 2010, Sempra Generation completed
construction of Copper Mountain Solar, the largest
photovoltaic solar plant in the U.S.

> Sempra Pipelines & Storage added two new natural gas

storage caverns in the U.S. Gulf Coast region in 2010.

» Cameron LNG in Louisiana is one of two Sempra LNG

terminals now fully operational and receiving liquefied

natural gas from global suppliers.

SDG&E received the last of its required
major regulatory approvals for the

$1.9 billion Sunrise Powerlink project last
July and began construction of the
117-mile, 500-kilovolt transmission line.
Sunrise Powerlink supports California's
requirement that 33 percent of the state's
power be derived from renewable energy
sources by 2020. When the power line is
completed in 2012, it will provide greater
grid reliability, as well as a critical new
pathway for solar, wind and geothermal
energy to reach SDG&E's customers.

By the end of this year, SDG&E will have
replaced substantially all of its customers’
2.3 million electric and natural gas meters
with “smart” meters. These new digital
meters, which enable two-way communica-
tion, are central to development of a
smart energy grid. The smart grid employs
the latest technologies to improve system
reliability and efficiency, integrate tradi-
tional and new, renewable energy resources
and provide customers more control over
their energy use.

SoCalGas received state regulatory
approval for its $1billion advanced metering
program and will start retrofitting its
customers' nearly 6 million meters with

wireless communications devices in 2012.
Advanced metering will enable SoCalGas
to collect customer usage information
electronically — thus increasing operational
efficiency —while providing customers with
timely access to their usage data.

Several tragic natural gas incidents over
the past year have heightened international
awareness of pipeline safety. Safety is a

top priority —we have rigorous programs in
place to monitor and maintain our pipelines
and our other natural gas assets, both
domestically and internationally. We have
an excellent safety record in all of our
natural gas operations.

As federal and state policymakers focus
on raising renewable energy requirements
nationwide to reduce carbon emissions,
Sempra Generation has become a major
developer of solar and wind power. Late last
year, the company completed its 48-mega-
watt (MW) Copper Mountain Solar project in
Nevada, the largest photovoltaic solar plant
in the U.S. The solar power from this project
has been sold to Pacific Gas & Electric
under a 20-year purchase agreement, along
with 150 MW from the first phase of Sempra
Generation's planned Mesquite Solar project
outside Phoenix under a similar agreement

(subject to requlatory approval). Mesquite
Solar | is slated for completion in 2013.

In 2010, Sempra Generation also acquired
a 50-percent stake in Cedar Creek Ii, a
250-MW Colorado wind farm project that
should be operational this summer.

Most renewable resources, however, are
“intermittent,” meaning they are not
always available. Thus, we believe natural
gas remains the most important fuel in the
developing low-carbon economy. It is the
cleanest-burning and among the most
reliable fossil fuels for power generation.
That's why natural gas continues to be a
major emphasis of our business strategy.
New gas finds in the U.S. and abroad have
bolstered global supplies, ensuring that
natural gas will be the fossil fuel of choice
for decades to come.

In 2010, Sempra Pipelines & Storage made
significant progress in developing its natural
gas storage assets. In August, the company
started operations of the first cavern at its
Mississippi facility and, in October, it put into
service an additional cavern at its Alabama
facility. In total, Sempra Pipelines & Storage
could develop as much as 75 billion cubic
feet of new storage capacity in the U.S.
Gulf Coast region.



~ As part of its pipeline integrity program, SoCalGas
uses the latest technology to assess its pipelines.

> By the end of 2011, smart meters will be instalied
for nearly all of SDG&E's customers.

Y
ST
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Sempra LNG completed its first full year
of operations in 2010. About two-thirds of
the capacity of the company’s two receipt
terminals in Mexico and Louisiana is
under contract for 20 years. Additionally,
Sempra LNG has negotiated shorter-term
agreements with major liquefied natural
gas suppliers to fill some of the remaining
capacity at the terminals.

A Look Ahead

Early in 2010, we decided to restructure
our corporate organization, with an eye
toward reducing administrative costs while
returning more autonomy and account-
ability to our operating subsidiaries.

Beyond the immediate efficiencies
gained, this corporate reorganization
will have a positive long-term impact

on our management capabilities. Neal
Schmale, our chief operating officer,
reaches retirement age this year and

I plan to retire in 2012 at age 65. Thus,
we are providing an increased level

of responsibility and new cross-training
opportunities for many of our most

promising leaders to facilitate the smooth
transition to a strong, new leadership team
in the future.

We have setf a high standard of perfor-
mance and have been recognized as

a leader in our industry. In 2010, we
were once again named one of fortune
magazine's “Most Admired"” companies
and also earned recognition from
Corporate Responsibility magazine

as one of the "100 Best Corporate
Citizens." Additionally, SoCalGas and
SDG&E ranked in the top tier in industry
surveys for customer satisfaction and
service reliability.

We are proud of this recognition and our
solid record of corporate responsibility.
Last year, through our subsidiaries and the
Sempra Energy Foundation—our charitable
giving arm — we contributed nearly

$14 million to non-profit organizations
and to people in need. Included in these
contributions was aid for victims of the
devastating earthquakes in Haiti, Chile
and Baja California, Mexico.

On behalf of our 13,500 employees,
please accept my sincere thanks for your
continued support. | appreciate that you
have many investment options and have
placed your faith in our company.

Sincerely,

D’i‘%&sﬁg

Donald E. Felsinger

Chairman and Chief Executive Officer






SEMPRA ENERGY FINANCIAL REPORT
TABLE OF CONTENTS

‘ Page
Management’s Discussion and Analysis of Financial Condition and Results of Operations
U BUSINESS . vttt ettt e ettt et ettt e e e e e e e e e 2
Executive Sumgmary ... PN 7
Business Strategy ... ... S PP e e e e e e e e e 7
Key Issues in 2010 ......... e e e e e e P e 7
Results of Operations . ................ FE [ 8
Overall Results of Operations of Sempra Energy and Factors Affectingthe Results ........... ... ... ... ... .... 8
Business Unit RESUILS . .. .. .. ..o e 10
Changes in Revenues, Costs and Eamnings .. ... ... ..ot e e e e 13
Transactions With AFELES . . . . . ... oottt ettt e e e e e 26
Book Value Per Share . .... P . 26
Capital Resources and Liquidity . ......... i i it it e et e e e eeeaaeaeas . 26
VIV W . .ot e e e e e e e e e 26
Cash Flows from Operating Activities ........... ... ... ... . . i vt O PP 29
Cash Flows from Investing Activities . . . ... ... oo e e e 31
Cash Flows from Financing Activities . . ... ... ... e e e e 34
Factors Influencing Future Performance . ......... ... it i e e e 40
Sempra Energy Overview ............ . i e e e e e e e 40
Financial Derivatives RefOrms . . .. ... e 42
S 0L = Lo o 42
Sempra Utilities—Industry Developments and Capital Projects .. ... e e 42
Sempra Global INVestmEntS . ... ... e e e 42
MAFKEE RISK ..\ttt t ettt e et e e e e 43
Critical Accounting Policies and Estimates, and Key Noncash Performance Indicators ........ e [ 47
New Accounting Standards ...... e e e ettt e re e e e e, 51
Information Regarding Forward-Looking Statements ......................... S 52
Common Stock Data . ......... ... ... e e e 53
Performance Graph—Comparative Total ShareholderReturns ........... ... ... ... ... ... ... ... .. ..... 54
Five-Year SUMMANIOS . . . .......vttt et e e e e e 55
Controls and Procedures
Evaluation of Disclosure Controls and Procedures . ...... ... ... ittt e et e e 57
Management’s Report on Internal Control over Financial Reporting ............... .00ttt .. 57
Changes In and Disagreements With Accountants on Accounting and Financial Disclosure .................. 57
Reports of Independent Registered Public Accounting Firm . ......... .. .. ... .. .. .. ... .. ... ... .......... 58
‘Consolidated Financial Statements
BOMPIA ENEIGY . .« oottt e e e 67
San Diego Gas & Electric Company .................. e e e e e e e e e 75
> Pacific Enterprises .............. ... ... .... e 81
Southern California Gas Company ................... e 87
Notes to Consolidated Financial Statements ............. ... ... ... . ... .. . . . . . . . . . . i 92
G OSSSaNY . ... .o e e e 191

This Financial Report is a combined report for the following separate companies (each a separate Securities and Exchange
Commission registrant):

Sempra Energy Pacific Enterprises
San Diego Gas & Electric Company Southern California Gas Company

SEMPRA ENERGY 2010 FINANCIAL REPORT 1



MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND

RESULTS OF OPERATIONS

The following section of the 2010 Annual Report includes
= A description of our business
* An executive summary

= A disgussion and analysis of our operating results for 2008
through 2010

= Information about our capital resources and liquidity

= Major factors expected to influence our future operating
results

» A discussion of market risk affecting our businesses

= A table of accounting policies that we consider critical to
our financial condition and results of operations

You should read Management’s Discussion and Analysis of
Financial Condition and Results of Operations in
conjunction with the Consolidated Financial Statements
included in this Annual Report.

OUR BUSINESS

Sempra Energy is a Fortune 500 energy services holding
company whose business units develop energy
infrastructure, operate utilities and provide related products
and services to their customers. Our operations are divided
principally between the Sempra Utilities and Sempra Global.
The Sempra Utilities consist of two California regulated -
public utility companies, (1) San Diego Gas & Electric
Company (SDG&E) and (2) Southern California Gas
Company (SoCalGas). Sempra Global consists of other
businesses engaged in providing energy products and
services. (See Figure 1.)

= California Gas

go
“Gas & Electric

Sempra Global

’ Generatlon

‘*Commodmes

Figure 1. Sempra Energy’s Business Units
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This report includes information for the following separate
registrants: : g

» Sempra Energy and its consolidated entities
* SDG&E

» Pacific Enterprises (PE), the holding company for
SoCalGas *

= SoCalGas

References in this report to “we,” “our” and “Sempra Energy
Consolidated” are to Sempra Energy and its consolidated

SEMPRA ENERGY BUSINESS UNITS

entities, collectively, unless otherwise indicated by its
context.

PE’s operations consist solely of those of SoCalGas and
additional items (e.g., cash, intercompany accounts and
equity) attributable to serving as a holding company for
SoCalGas.

Below are summary descriptions of our operating business
units, which are also our reportable segments.

SEMPRA UTILITIES

MARKET SERVICE TERRITORY
SAN DIEGO GAS & ELECTRIC = Provides electricity to 3.5 million Serves the county of San Diego,
COMPANY (SDG&E) consumers (1.4 million meters) California and an adjacent portion of
A regulated public utility; infrastructure » Provides natural gas to 3.2 million southern Orange County covering

supports electric generation, transmission
and distribution, and natural gas

consumers (850,000 meters)

4,100 square miles

distribution .
SOUTHERN CALIFORNIA GAS = Residential, commercial, industrial, Southern California and portions of
COMPANY (SOCALGAS) utility electric generation and central California (excluding San

A regulated public utility; infrastructure

transmission and storage

The Sempra Utilities consist of SDG&E and SoCalGas.

SDG&E

SDG&E provides electricity to 3.5 million consumers and
natural gas to 3.2 million consumers. It delivers the
electricity through 1.4 million meters in San Diego County
and an adjacent portion of southern Orange County, v
California. SDG&E’s electric energy is purchased from
others or generated from its Palomar and Miramar I and II
electric generation facilities and its 20-percent ownership
-interest in the:San Onofre Nuclear Generating Station
{SONGS). SDG&E also delivers natural gas through 850,000
meters in San Diego County and transports electricity and
natural gas for others. SDG&E’s service territory ’

*" encompasses 4,100 square miles.

Sempra Energy indirectly owns all of the common stock of
SDG&E. SDG&E also has issued publicly held preferred
stock. The preferred stock has liquidation preferences
totaling $79 million and represents less than 3% of the
ordinary voting power of SDG&E shares.

wholesale customers

supports natural gas distribution, = Covers a population of 20.9 million
(5.8 million meters)

Diego County, the city'of Long Beach
and the desert area of San
Bernardino County) covering 20,000 *
square miles

SDG&E’s financial statements include a variable interest
entity (VIE), Otay Mesa Energy Center LLC (Otay Mesa
VIE), of which SDG&E is the primary beneficiary. In 2009,
SDG&E’s financial statements also included Orange Grove
Energy L.P. (Orange Grove VIE), as we discuss in Note 1 of
the Notes to Consolidated Financial Statements under
“Variable Interest Entities.” SDG&E has long-term power
purchase agreements with both entities.

SoCalGas

SoCalGas is the nation’s largest natural gas distribution
utility. It owns and operates a natural gas distribution,
transmission and storage system that supplies natural gas
throughout its approximately 20,000 square miles of service
territory. Its service territory extends from San Luis Obispo,
California in the north to the Mexican border in the south,
excluding San Diego County, the city of Long Beach and the
desert area of San Bernardino County. SoCalGas provides
natural gas service to residential, commercial, industrial,
utility electric generation and wholesale customers through
5.8 million meters, covering a population of 20.9 million.

SEMPRA ENERGY 2010 FINANCIAL REPORT 3



Sempra Energy owns all of the common stock of PE and PE
owns all of the common stock of SoCalGas. PE and

shares. The PE and SoCalGas preferred stock have
liquidation preferences totaling $80 million and $22 million,

SoCalGas also have publicly held preferred stock, which respectively.
represents less than 1% of the ordinary voting power of their
SEMPRA GLOBAL
<
MARKET GEOGRAPHIC REGION

SEMPRA GENERATION = Wholesale electricity « USA.
Develops, owns and operates, or holds ‘ = Mexico
interests in, electric power plants and .
energy projects
SEMPRA PIPELINES & STORAGE = Natural gas = USA.
Develops, owns and operates, or holds « Electricity = Mexico
interests in, natural gas and propane . A ti
pipelines, natural gas storage facilities, rgen ina
and natural gas and electric service » Chile
providers » Peru
SEMPRA LNG » Liquefied natural gas

. =~ USA
Develops, owns and operates receipt « Natural gas .
terminals for importation of liquefied * Mexico
natural gas (LNG) and sale of natural gas = -Global

SEMPRA COMMODITIES

Holds an interest in RBS Sempra
Commodities LLP, a commodities-
marketing business joint venture with The
Royal Bank of Scotland (RBS). In 2010
and early 2011, RBS and Sempra Energy
sold substantially all of the businesses
and assets of the joint venture.

Sempra Global is a holding company for most of our
subsidiaries that are not subject to California utility
regulation. Sempra Global’s principal business units, which
provide energy-related products and services, are

* Sempra Generation

= Sempra Pipelines & Storage
= Sempra LNG

= Sempra Commodities

A description of each business unit follows.

Sempra Generation

Sempra Generation develops, owns and operates, or holds.
interests in, electric power plants serving wholesale
electricity markets in North America. It sells electricity

Prior to December 1, 2010:
= Natural gas; natural gas liquids
» Power ’
Prior to July 1, 2010, also included:
» Petroleum and petroleum products
» Coal
= Emissions
= Ethanol
= Base metals

Prior to December 1, 2010:
= North America

Prior to July 1, 2010:
= Global

under long-term contracts and into the spot market and other
competitive markets. Sempra Generation purchases natural
gas to fuel its natural gas-fired power plants and may also
purchase electricity in the open market to satisfy its

contractual obligations. Sempra Generation also develops,
owns and invests in renewable energy generation projects.

Sempra Generation also includes the operating results of
Sempra Rockies Marketing, which holds firm service
capacity on the Rockies Express Pipeline. Sempra
Commodities previously reported the results of Sempra
Rockies Marketing, whose operations were moved due to the

4 SEMPRA ENERGY 2010 FINANCIAL REPORT

divestiture of substantially all of Sempra Commodities’
businesses and assets in 2010, which we discuss below.
Segment information for prior periods has been restated to
reflect the move:. '



The following table provides information about each of Sempra Generation’s power plants. Approximately 80% of this
generating capacity is under long-term contracts with the California Department of Water Resources (DWR) and other parties
through late 2011.

SEMPRA GENERATION POWER PLANTS

Capacity in Megawatts (MW) o ‘. .
) ~ Maximum Generating First

Power Plant Capacity In Service Location
Mesquite Power 1,250 2003 Arlington, AZ
Termoeléctrica de Mexicali . 625 2003 Mexicali, Baja California, Mexico-"
El Dorado _ ’ : 480 - 2000 Boulder City, NV
Fowler Ridge Il Wind Farm (50% owned) 1000 2009 Benton County, IN
Copper Mountain Solar 48 2010 Boulder City, NV
El Dorado Solar _ ' - 10 2008 Boulder City, NV
Total MW in operation ' 2,513

(1 Sempra Generation’s share

Sempra Generation’s three 100%-owned natural gas-fueled
facilities, Mesquite Power, Termoeléctrica de Mexicali and
El Dorado, currently sell the majority of their output under
long-term purchased-power contracts. The largest contract is
with the DWR and provides for 1,200 megawatts (MW) to
be supplied during all hours and an additional 400 MW
during on-peak hours. This contract ends September 30,
2011. Sempra Generation also has other purchased-power
transactions, primarily with RBS Sempra Commodities LLP
(RBS Sempra Commodities), to sell varying amounts of
power through 2012. In connection with the 2010 sale of
businesses within RBS Sempra Commodities, as we discuss
in Note 4 of the Notes to Consolidated Financial Statements,
, we expect these transactions with RBS Sempra Commodities
to be assigned to J.P. Morgan Chase & Co. (JP Morgan) by
the end of the first quarter of 2011. The remaining output of
our 100-percent owned facilities (excluding the El Dorado
Solar and Copper Mountain Solar facilities) is available to be
sold into energy markets on a day-to-day basis.

The El Dorado facility (excluding the solar facility) will be
sold at book value to SDG&E on October 1, 2011, which
coincides with the end of the DWR contract.

In 2009, Sempra Generation invested $235 million and
became an equal partner with BP. Wind Energy, a wholly
- owned subsidiary of BP p.l.c., in the development of the
+200-MW: Fowler Ridge II Wind Farm (Fowler Ridge II)

northwest of Indianapolis, Indiana. The project uses 133
General Electric wind turbines, each with the ability to -

= generate 1.5 MW. Fowler Ridge II went into full cominercial
operation in December 2009. The project’s entire power
output has been sold under four long-term contracts, each for
50 MW and 20-year terms. Our investment in Fowler Ridge
II is accounted for as an-equity method investment.

In December 2010, Sempra Generation completed the
construction of Copper Mountain Solar, a solar generation

facility located in Boulder City, Nevada on land adjacent to
the El Dorado Solar plant. Pacific Gas & Electric has
contracted for all of the power from these facilities under
separate 20-year contracts.

In October 2010, Sempra Generation invested $209 million
for a 50-percent ownership interest in Cedar Creek II Wind
Farm LLC (Cedar Creek II), a joint venture with BP Wind -
Energy for the development of a 250-MW wind farm in
northern Colorado expected to be operational in mid-2011.
Public Service Company of Colorado, an Xcel Energy
subsidiary, has contracted for all of the power from the
facility for 25 years.

From 2003 through 2010, Sempra Generation had a
50-percent equity interest in Elk Hills Power (Elk Hills), a
550-MW merchant plant located in Bakersfield, California.
Elk Hills offered its output into the California market on a
daily basis. Sempra Generation sold its interest in Elk Hills
on December-31, 2010, as we discuss in Note 4 of the Notes
to Consolidated Financial Statements. '

Sempra Pipelines & Storage

Sempra Pipelines & Storage develops, owns and operates, or
holds interests in, natural gas and propane pipelines and
natural gas storage facilities in the United States and
Mexico, and in companies that provide natural gas or electric
services in Mexico, Argentina, Chile and Peru. In January -
2011, Sempra Pipelines & Storage entered into an agreement
to increase its investments in Chile and Peru, as we discuss
in Note 19 of the Notes to.Consolidated Financial
Statements. Sempra Pipelines & Storage also is currently -
pursuing the sale of its interests in the Argentine utilities,
which we discuss further in Note 4 of the Notes to
Consolidated Financial Statements.

SEMPRA ENERGY 2010 FINANCIAL REPORT 5



Sempra Pipelines & Storage’s natural gas distribution utility
that operates in three separate areas in Mexico had a -
customer count of 88,700 and sales volume of 56 million
cubic feet per day in 2010. Sempra Pipelines & Storage’s
natural gas pipeline systems in Mexico had a contracted
capa01ty for up to 4,550 million cubic feet per day in 2010,
1nclud1ng recently acquired pipelines from El Paso
Corporation.

Sempra Pipelines & Storage also owns and operates, or holds
interests in, natural gas underground storage and related
pipeline facilities in Alabama and Mississippi (Sempra
Midstream) and owns Mobile Gas Service Corporation
(Mobile Gas), a regulated natural gas distribution utility in
southwest Alabama. These businesses were formerly the
operations of EnergySouth, which we acquired in October
2008. Sempra Midstream Services (Midstream Services)
provides natural gas marketing, trading and risk management
activities through the utilization and optimization of :
contracted natural gas supply, transportation and storage
capacity, as well as optimizing Sempra Midstream assets‘in
the short-term services market.

Sempra Pipelines & Storage, Kinder Morgan Energy
Partners, L.P. (KMP) and ConocoPhillips jointly own,
through Rockies Express Pipeline LLC (Rockies Express),
the Rockies Express Pipeline (REX) that links producing
areas in the Rocky Mountain region to the upper Midwest
and the eastern United States. The 1,679-mile natural gas
pipeline became fully operational in 2009. Our participation
in the pipeline is 25 percent. Sempra Rockies Marketing, .
part of our Sempra Generation segment, has an agreement
with Rockies Express for 200 million cubic feet per day of
capacity on the REX, which has a total capacity of 1.8 _
billion cubic feet (Bcf) per day. Sempra Rockies Marketing.
has released a portion of its capacity to RBS Sempra
Commodities, which capacity was assigned to JP Morgan
effective January 1, 2011 in connection with the sale of
businesses within RBS Sempra Commodities.

Senipra LNG .

Sempra LNG develops, owns and operates receipt terminals
for impotting LNG, and has supply and marketing:
agreements to purchase and sell LNG and natural gas.
Sempra LNG utilizes its LNG receipt terminals by entering
into long-term firm capacity service agreements wh'.er‘i able
to do so. Under these agreements, customers pay Sempra
LNG capacity reservation and usage fees to use its facilities
to receive, store and regasify the customer’s LNG. Sempra
LNG also may enter into short-term and/or long-term supply
agreements to purchase LNG to be received, stored and
regasified at its terminals for sale to other parties.

Sempra LNG’s Energia Costa Azul LNG receipt terminal in
Baja California, Mexico began commercial operations in

6 SEMPRA ENERGY 2010 FINANCIAL REPORT

May 2008 and is capable of processing 1 Bef of natural gas
per day. The Energia Costa Azul facility currently generates
revenue under a capacity services agreement with Shell
Meéxico Gas Natural (Shell), expiring in 2028, that permits
Shell to use one-half of the terminal’s capacity.. In April
2009, Shell assigned a portion of its terminal capacity at
Energia Costa Azul to Gazprom Marketing & Trading
Mexico, transferring all further rights and obhgat1ons with '
respect to the assigned capacity.

A nitrogen-injection facility at Energia Costa Azul placed in
service by Sempra LNG in December 2009 allows the
terminal to process LNG cargoes from a wider variety of
sources and provides additional revenue from payments for
capacity reservation and usage fees for nitrogen injection
services.

Sempra LNG has an LNG purchase agreement with Tangguh
PSC Contractors (Tangguh PSC) for the supply of the
equivalent of 500 million cubic feet of natural gas per day
from Tangguh PSC’s Indonesian liquefaction facility to the
Energia Costa Azul receipt terminal at a price based on the
Southern California border index for natural gas. Sempra
LNG has a contract through 2022 to sell an average of -
approximately 150 million cubic feet per day of natural gas
to Mexico’s national electric company, Comision Federal de
Electricidad (CFE) at prices that are based on the Southern
California border index. If LNG volumes received from
Tangguh PSC are not sufficient to satisfy the commitment to
CFE, Sempra LNG may purchase natural gas from RBS
Sempra Commodities or other suppliers. Sempra LNG also
has an agreement to sell to RBS Sempra Commodities any
volumes purchased from Tangguh PSC that are not sold to’
the CFE. In connection with the 2010 sale of businesses
within RBS Sempra Commodities, we expect contracts with
RBS Sempra Commodities to be assigned to JP Morgan as
promptly as practicable in 2011, as we discuss in Note 4 of
the Notes to Consolidated Financial Statements.

Sempra LNG’s Cameron LNG receipt terminal in
Hackberry, Louisiana, began commercial operations in July
2009 and is capable of processing a nominal 1.5 Bef of
natural gas per day. Cameron LNG generates revenue under
a capacity services agreement for approximately 600 million
cubic feet of natural gas per day through 2029.

In April 2010, Sempra LNG entered into an LNG supply
option agreement with Gazprom Global LNG Limited
(GGLNG), a subsidiary of OAO Gazprom. The multi-year
agreement, which commenced in June 2010, allows GGLNG
to deliver and sell up to two LNG cargoes per month to -
Sempra LNG at its Cameron receipt terminal. GGLNG pays
Sempra LNG a fee for the right to deliver and sell the LNG
cargoes using a predetermined pricing formula based on a
market index.



Sempra LNG also owns property in Port Arthur, Texas, that
it is evaluating for potential development. '

Sempra Commodities

Sempra Commodities holds our investment in RBS Sempra
Commodities, a joint venture with RBS. The partnership was
formed on April 1, 2008 from our commodities-marketing
businesses previously reported in this business unit. The
partnership’s commodities-trading businesses served
customers in the global markets for natural gas, natural gas
liquids, power, petroleum and petroleum products, coal,
emissions, ethanol and base metals. We and RBS sold
substantially all of the partnership’s businesses and assets in
four separate transactions completed in July, November and
December of 2010 and February of 2011. We discuss these
transactions and other matters concerning the partnership in
Note 4 of the Notes to Consolidated Financial Statements.

REGULATION OF SEMPRA UTILITIES AND OTHER
BUSINESS UNITS

The Sempra Utilities are regulated by federal, state and local
governmental agencies. The primary regulatory agency is the
California Public Utilities Commission (CPUC). The CPUC
regulates the Sempra Utilities’ rates and operations in
California, except for SDG&E’s electric transmission
operations. The Federal Energy Regulatory Commission
(FERC) regulates SDG&E’s electric transmission operations.
The FERC also regulates interstate transportation of natural

- gas and various related matters.

The Nuclear Regulatory Commission regulates SONGS, in
which SDG&E owns a 20-percent interest. Municipalities
and other local authorities regulate the location of utility
assets, including natural gas pipelines and electric lines.
Sempra Energy’s other business units are also regulated by
the FERC, various state commissions, local governmental
entities, and other similar authorities in countries other than
the United States. '

- EXECUTIVE SUMMARY

-

‘BUSINESS STRATEGY

Our ongoing focus is to enhance shareholder value and meet

+- customer needs by developing and operating a stable . |

portfolio of energy businesses with long-term, predictable
cash flows. '

The key components of our strategy include:
= investment in our utilities; and

*» development of natural gas and renewable-energy
infrastructure. '

We have based our strategy on a market view that recognizes
emerging state and federal policies that point toward the
following business priorities:

1. cleaner fuels
* natural gas
= renewables
2. enébling infras‘tructure’ .

* natural gas pipelines, storage and LNG receipt
- terminals

= electric transmission and advanced meters

KEY ISSUES IN 2010

Below are several key issues that affected our business in
2010; some of these issues may continue to affect our future
results. Each issue includes the page number you may *
reference for additional details.

= We and RBS divested substantially all of the businesses
and assets of our joint-venture partnership, RBS Sempra
Commoeodities. In connection with the divestitures, we
recorded a $139 million after-tax write-down of our
investment in the joint venture (115).

= In September 2010, we began a $500 million repurchase of
our common stock under a Collared Accelerated Share
Acquisition Program (167).

= We settled long outstanding energy crisis litigation with
the State of California resulting in after-tax litigation
expense of $93 million (177).

= SDG&E received the requisite approvals from the Bureau
of Land Management and United States Forest Service
allowing it to begin construction of the Sunrise Powerlink
~ electric transmission line in the fall of 2010 (168).

* SDG&E installed approximately 2.0 million advanced
meters through January 31, 2011 and is on schedule to
substantially complete the installation of approximately
1.4 million electric and 850,000 natural gas advanced
meters by the end of 2011 (173).

» In December 2010, SDG&E and Cox Communications
(Cox) reached an agreement settling SDG&E’s claims
against Cox and Cox’s insurers in the 2007 California
wildfire litigation; however, a substantial number of
unresolved claims against SDG&E remain (175).

= In April 2010, SoCalGas received CPUC approval to
upgrade, beginning in 2012, approximately six million
natural gas meters with an advanced metering
infrastructure (AMI) at a cost of approximately $1.05
billion, including approximately $900 million in capital
investment (173).

» In October 2010, Sempra Generation invested $209
million for a 50 percent-ownership interest in Cedar Creek

SEMPRA ENERGY 2010 FINANCIAL REPORT 7



II Wind Farm LLC, a joint venture with BP Wind Energy
for the development of a 250-MW wind farm in northern
Colorado (113).

In December 2010, Sempra Generation completed -
construction of Copper Mountain Solar, a 48-MW solar
generation facility in Boulder City, Nevada (42).

In December 2010, Sempra Generation sold its 50-percent
interest in Elk Hills, a 550-MW natural gas-fueled power
plant near Bakersfield, California (113).

In April 2010, Sempra Pipelines & Storage completed an
acquisition resulting in the purchase of the Mexican
pipeline and natural gas infrastructure assets of El Paso

* 'In the second half of 2010, Sempra Pipelines & Storage
placed approximately 12 Bef of natural gas storage
capacity in service at its Mississippi Hub, LLC
(Mississippi Hub) and Bay Gas Storage Company (Bay
Gas) natural gas storage facilities (42).

RESULTS OF OPERATIONS

We discuss the following in Results of Operations:

= Overall results of our operations and factors affectmg
those results

* Our business unit results

tion (110). .. ) : )
Corporation (110) = Significant changes in revenues,.costs and earnings

between periods

OVERALL RESULTS OF OPERATIONS OF SEMPRA ENERGY AND FACTORS AFFECTING THE RESULTS
The graphs below show our overall operations from 2006 to 2010.

OVERALL OPERATIONS OF SEMPRA ENERGY -FROM 2006 TO 2010
(Dollars and shares-in millions, except per share amounts)

Income from Continuing Operations
Attributable to Common Shares

Earnings®

$1,406

$1,001 $1,125 $1,113 $1,119 $1,000 $1,113 $1,119

02006 02007 =2008 @2009 ®2010

Weighted Average # Shares Outstanding

Diluted Earnings Per Share

$5.38 264

‘4_43 $4.52 261
$4.16 $

251

247 248

02006 02007 2008 &2009 m2010

(1 Earnings for 2006 included $315 million in after-tax income from discontinued operations, primarily due to asset sales.
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Our 2010 income from continuing operations attributable to
common shares decreased from 2009 due to: '

= lower joint-venture earnings at Sempra Commodltles
excluding the litigation expense noted below;

* 2 $139 million after-tax write-down of our investment in
RBS Sempta Commodities; and

= after-tax litigation expense of $87 million and $6 million
recorded in 2010 by Sempra Generation and Sempra
Commodities, respectively, related to the agreement to
settle certain energy crisis litigation, as we discuss in Note
16 of the Notes to Consolidated Financial Statements;
offset by

= improved results at Sempra Pipelines & Storage, Sempra
LNG, the Sempra Utilities and Parent and Other.

Diluted earnings per share in 2010 decreased by $1.54 per
share due to decreased earnings. The impact from reduced
shares outstanding due to our 2010 share repurchase program
was negligible.

Our 2009 income from continuing operations attributable to
common shares increased from 2008 due to:

. improved results at Sempra LNG; and

* higher earnings at the Sempra Utilities; offset by
= lower earnings at Sempra Generation; and

= higher losses at Parent and Other.

Improved operating results at Sempra Pipelines & Storage
were negatively impacted by an after-tax write-off of $64
million in 2009 related to certain assets at one of its Liberty
Gas Storage natural gas storage projects (Liberty). Sempra
Pipelines & Storage owns 75 percent of the partnership that
is developihg the project.

Diluted earnings per share in 2009 increased by $0.09 per
share from 2008, primarily from the reduction in shares
outstanding from our $1 billion share repurchase in 2008

($0.07 per share) and as a result of our increased earnings
(80.02 per share).

The following table shows our éarnings (lo'sses) by business unit, which we discuss below in “Business Unit Results.”

SEMPRA ENERGY EARNINGS (LOSSES) BY BUSINESS UNIT 2008-2010 -

(Dollars in millions) . .

Years ended December 31,

2010 2009 2008
Sempra Utilities: .
SDG&EM $ 369 50%| $ 344 31%| $ 339 31%
SoCalGas( 286 39 273 25 244 22
" Sempra Global: : '
Sempra Generation 103 14 169 15 220 20
Sempra Pipelines & Storage 159 21 | 101 9 106 9
Sempra LNG 68 9| = 16 1 (46) “4)
Sempra Commoditiest? (155) (21) 338 30 347 31
Parent and other® 91)- - (12) (122) (11) (97) (9)
Earnings $ 739 100%| $1,119 100%| $1,113 100%

(1) After preferred dividends.

(2 Includes our portion of RBS Sempra Commodities’ joint venture earnings since the formatlon of the joint venture on April 1, 2008, and 100%
of the commodities-marketing businesses prior to Apnl 1, 2008. Also includes interest, income taxes, cost allocations and other items

associated with the joint venture.

@ Includes after-tax interest expense ($148 million in 2010; $141 million in 2009 and $85 million in 2008), intercompany eliminations recorded

in consolidation and certain corporate costs incurred at Sempra Global.
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BUSINESS UNIT RESULTS

The following section is a discussion of earnings (losses) by Sempra Energy business unit, as presented in the table above.
Variance amounts are the after-tax earmngs impact, unless otherwise notéd.

EARNINGS BY BUSINESS UNIT—SEMPRA UTILITIES
(Dollars irfmillions) )
SDG&E

$369

$339 $344

SoCalGas

go73  $286
$044

02008 02009 m 2010

SDG&E
Our SDG&E business unit recorded earnings of:

= $369 million in 2010 ($374 million before preferred
dividends)

= $344 million in 2009 ($349 million before preferred
dividends)

= $339 million in 2008 ($344 million before preferred
dividends)

The increase of $25 million (7%) in 2010 was primarily due

to:

* $28 million higher authorized margin for CPUC-regulated
operations and lower operation and maintenance expenses
(excluding insurance premiums for wrldﬁre coverage and
litigation related expenses);

* $16 million from the CPUC decision in"2010 authorizing
recovery of a portion of the incremental wildfire insurance
premiums for the policy year July 2009 through June
2010; and

= $8 million higher electric transmission margin; offset by

* $20 miillion higher liability insurance premiums for
wildfire coverage; and

= $13 million net unfavorable impact from an increase in
litigation reserves in 2010 compared to the favorable
resolution of litigation in 2009.

In 2009, the increase of $5 million (1%) was due to:

= $26 million net favorable impact from the resolution of
litigation in 2009 compared to an increase in litigation
reserves in 2008;
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* $21 million higher CPUC authorized margin in excess of
higher operation and maintenance expénses; and

= $8 million higher electric transmission margin; offset by
= $21 million due to regulatory awards in 2008;

= $9 million higher liability insurance premiums for wildfire
coverage;

= $7 million from the resolution of regulatory matters in
2008 that favorably impacted earnings;

= $6 million lower favorable impact from the resolution of
prior years’ income tax issues; and

= $6 million higher net interest expense.

SoCalGas

Our SoCalGas business unit recorded earnings of:

= $286 million in 2010 ($287 million before preferred
dividends)

= $273 million in 2009-($274 million before preferred
dividends) ,

* $244 million in 2008 ($245 million before preferred
dividends)

The increase of $13 million (5%) in 2010 was due to:

= $11 million higher authorized margin for CPUC-regulated
operations in excess of higher operation and maintenance
expenses;

= $8 million higher regulatory awards; and

= 3$8 million net favorable impact from a favorable
resolution of litigation matters in 2010 compared to
litigation expense in 2009; offset by



. $13 million due to the write-off of deferred tax assets as a "
result of the change in U.S. tax law regarding the Medicare
Part D subsidy. _ , o S -

In 2009, the increase of $29 million (12%) was due to:

» $25 million higher CPUC authorized margin in excess of
higher opetation and maintenance expenses; _

= $12 million from a lower effective tax rate (excluding the
impact of the resolution of prior years’ income tax issues);

= $7 million primarily due to litigation reserves recorded in
2008; and B '

$3 million higher noncore natural gas storage earnings;
offset by

$7 million from the resolution of a regulatory matter in
2008 that favorably impacted earnings;

$7 million higher net interest expense; and

$4 million lower favorable impact from the resolution of

prior years’ income tax issues ($1 million unfavorable in
2009 compared to $3 million favorable in 2008).

EARNINGS (LOSSES) BY BUSINESS UNIT—SEMPRA GLOBAL
(Dollars in million's) A

Sempra Pipelines &

Sempra Generation - Storage Sempra LNG Sempra Commodities
» $347 $338
220 aey
s $169 ~ $159
$106 $101 $68
ml 2 mm
, —J
$46

032008 @ 2009 W 2010

$155
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Sempra Generation

Sempra Generation recorded earnings of:

$103 million in 2010
$169 million in 2009
$220 million in 2008

The decrease in 2010 of $66 million (39%) was due to:

$87 million in litigation expense related to an agreement to
settle energy crisis litigation associated with the DWR
contract, as we discuss in Note 16 of the Notes to
Consolidated Financial Statements; and

$31 million lower earnings from operations, primarily
from increased scheduled plant maintenance and
associated down time in 2010, and expenses and
associated down time from earthquake damage to our
Mexicali power plant in the second quarter of 2010; offset
by

$48 million increased tax incentives from renewable
energy investments in 2010.

The decrease in 2009 of $51 million (23%) was due to:

a $31 million reduction in earnings from the effects of
lower gas prices in 2009;

$4 million income tax expense in 2009 related to Mexican
currency translation and inflation adjustments compared to
a $14 million income tax benefit in 2008; and

$9 million solar investment tax credits in 2008.

Sempra Pipelines & Storage

Our Sempra Pipelines & Storage business unit recorded
earnings of:

$159 million in 2010
$101 million in 2009
$106 million in 2008

The increase in 2010 of $58 million (57%) was due to:

$64 million lower earnings in 2009 from a write-off of
assets at Liberty; :

$48 million (pretax) in proceeds received from a legal
settlement in 2010, less a related income tax effect of $17
million;

$20 million higher earnings related to a Mexican plpehne
acquisition in April 2010; and

$7 million higher operating results from its investments in
Chile and Peru; offset by

a $44 million (pretax) write-down of our investment in
Argentina, less a related income tax benefit of $15 million;
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* $13-million from the resolution of prior years’ income tax
issues which favorably impacted 2009 earnings;

* $10 million lower earnings attributable to natural gas
optimization activities at Midstream Services; and

= $7 million lower earnings in Mexico primarily due to the
favorable impact of the adoption of regulatory accounting
in 2009 and the expiration of a transportation service
ontract at the end of 2009

The decrease in 2009 of $5 million (5%) was due to:

= $64 million lower earnings from a write-off of assets at
Liberty; offset by :

» $22 million lower taxes, primarily due to a favorable
impact from the resolution of prior years’ income tax
issues ($13 million favorable in 2009 compared to $9
million unfavorable in 2008);

» $17 million higher earnings from a full year of
LNG-related pipeline operations in Mexico, which
- commenced in the second quarter of 2008;

- $12 million hlgher earnings from its domestic natural gas
distribution, pipeline and storage assets; and

= $8 million higher earnings from its investments in South
America, primarily due to improved operating results.

Sempra LNG

Sempra LNG recorded eamings (losses) of:
* $68 million in 2010

* $16 million in 2009

* $(46) million in 2008

The increase in 2010 earnings of $52 million was due to
higher earnings from operations, primarily due to a full year
of operations of the Cameron LNG receipt terminal and the
nitrogen-injection facility at the Energia Costa Azul receipt
terminal and a full year of performance under the Tangguh
LNG purchase agreement, compared to partial-year periods
for such operations and agreement in 2009.

The improvement in 2009 earnings of $62 million
(135%) compared to 2008 was due to:

= $72 million higher earnings from the start-up of marketing
and terminal operations, of which $37 million relates to
revenues related to contractual customer obligations for
non-delivery of cargoes and tax benefits from the
reallocation of certain intercompany expenses; offset by

= a $10 million after-tax cash payment received in 2008 for
the early termination of a capacity agreement for the
Cameron receipt terminal.



Sempra-Commodities

Our Sempra Commodities business unit recorded earnings
(losses) of: -

= $(155) million in 2010

= $338 million in 2009
A

* $347 million in 2008

The change in 2010 earnings was due to:

* a $139 million write-down of our investment in the RBS
Sempra Commodities joint venture;

* $327 million lower equity earnings from RBS Sempra
Commodities; and

= other expensés in 2010, including transaction costs related
to the sales within RBS Sempra Commodities and
litigation expense.

The equity earnings from the joint venture were adversely
impacted by the sale on July 1, 2010 of the global metals and
oil businesses and the European natural gas and power
business; lower volatility in the U.S. natural gas and power
business; and the disruptions caused by the process to sell
the partnership’s businesses.

Results for 2009 and the second through the fourth quarters
of 2008 primarily represent our equity earnings from RBS
Sempra Commodities, the joint venture formed on April 1,
2008, as well as other items discussed below. Results for the
first quarter of 2008 represent 100% of the commodities-

- marketing businesses’ earnings until the formation of the
" joint venture.

The results in 2009 reflect our reduced ownership interest in
the commodities-marketing businesses starting in April
2008. Results in 2008 included

* a $67 million gain on the transaction to form the joint
venture with RBS; offset by

» $34 million of expenses, primarily charges for litigation
and an unfavorable impact of prior years’ income tax
issues; and

» a $17 million write-down related to a counterparty credit
issue. | ¢

i’arent and Other

.. Losses for Parent and Other were

» $91 million in 2010
= $122 million in 2009
= $97 million in 2008

The decrease in losses in 2010 of $31 million (25%) was due
to lower general and administrative expenses and higher
income tax benefits, partially offset by higher net interest
expense.

The increase in losses in 2009 of $25 million (26%) was
primarily due to:

* $64 million higher interest expense primarily from long-
term debt issued in 2008 and 2009, partially offset by $18
million reduced interest expense on commercial paper
borrowings due to lower interest rates;

» $25 million in lower benefits from the resolution of prior
years’ income tax issues, primarily due to $19 million of
benefits in 2008 compared to a $6 million expense in
2009;

» $7 million in lower consolidated and parent tax benefits
compared with 2008; and

= $10 million favorable impact of an interest adjustment in
2008 related to litigation reserves; offset by

= $18 million investment gains in 2009 on dedicated assets

in support of our executive retirement and deferred
compensation plans due to improved market conditions, -,
compared to investment losses of $23 million in 2008.
These amounts are net of the increase in deferred
compensation liability associated with the investments;
and

* $19 million lower general and administrative expenses.

CHANGES IN REVENUES, COSTS AND EARNINGS

This section contains a discussion of the differences between
periods in the specific line items of the Consolidated
Statements of Operations for Sempra Energy, SDG&E, PE
and SoCalGas.

Sempra Utilities Revenues

Sempra Utilities revenues are comprised of natural gas
revenues at SDG&E and SoCalGas, and electric revenues at
SDG&E. Intercompany revenues included in the separate
revenues of each utility are eliminated in the Sempra Energy

" Consolidated Statements of Operations.

The current regulatory framework permits the cost of natural
gas purchased for core customers (primarily residential and
small commercial and industrial customers) to be passed on
to customers substantially as incurred. However, SoCalGas’
Gas Cost Incentive Mechanism (GCIM) provides SoCalGas
the opportunity to share in the savings and/or costs from
buying natural gas for its core customers at prices below or
above monthly market-based benchmarks. This mechanism
permits full recovery of costs incurred when average
purchase costs are within a price range around the
benchmark price. Any higher costs incurred or savings
realized outside this range are shared between the core
customers and SoCalGas. Through March 31, 2008, when
SoCalGas assumed the purchasing for SDG&E’s core
customer natural gas requirements on a combined portfolio
basis, SDG&E had a similar incentive mechanism that
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allowed cost sharing. We provide further discussion in Notes based on annual estimates of the cost of electricity supplied
1 and 15 of the Notes to Consolidated Financial Statements. to customers. The differences in cost between estimates and .

. actual are recovered in the next year through rates.
The regulatory framework also permits SDG&E to recover

the actual cost incurred to generate or procure electricity

Sempra,Utilities: Natural Gas Revenues and Cost of Natural Gas

The tables below show natural gas revenues for Sempra Energy, SDG&E and SoCalGas. The Sempra Energy Consolidated
amounts reflect SDG&E and SoCalGas revenues, net of intercompany transactions. Because the cost of natural gas is
recovered in rates, changes in the cost are reflected in the changes in revenues. In addition to the change in market ,
prices, natural gas revenues recorded during a period are impacted by the difference between customer billings and recorded or
CPUC-authorized costs. These dlfferences are requ1red to be balanced over tlme resultmg in over- and undercollected
regulatory balancing accounts.

SEMPRA ENERGY CONSOLIDATED—SEMPRA UTILITIES
NATURAL GAS SALES AND TRANSPORTATION 2008-2010
(Volumes in billiori cubic feet, dollars in mlillons)

Natural Gas Sales Transportation 4 Total
Customer class o Volumes Revenue Volumes Revenue Volumes Revenue
2010: : ' ‘ _
Residential : C 276 $2,642 . 1 % 4 277 - $2,646 -
Commercial and:industrial i 116 869 276 239 392 1,108
Electric generation plants — — 215 51 . 215 51 .
Wholesale. . v — — 25 4 .25 4
392 $3,511 517 $298 909 = 3,809
Other revenues ‘ : . _ 95
Balancing accounts(" ‘ ' . Co 387
Total ‘ _ ' | $4,201
2009: ‘ ' , , .
Residential 264 $2,336 1 $ 3 265 $2,339
Commercial and industrial 116 774 271 227 387 - 1,001
Electric generation plants — — 265 67 265 67
Wholesale — — . 17 4 17 4
380 $3,110 554 $301 934 3,411
Other revenues . : . . - 105
Balancing accounts(" i . : 285
Total . : , $3,801
2008: | ' '
e Residential 271 $3,385 . 1 $ 4 272 $3,389
' Commercial and industrial 120 1,318 282 198 402 . 1,516
. Electric generation plants — —_ 300 106 300 106
Wholesale ' — — 18 6 18 6
I _ » 1391 $4,703 601 $314 992 5,017
~.  Otherrevenues ; ' _ 146
Balancing acgounts(ﬁ o . v 256 -
Total \ , s » : $5,419

() We discuss balancing accounts and their effects in Note 1 of the Notes to Consolidated Financial Statements.

In 2010, our natural gas revenues increased by $490 million = $58 million higher authorized base margin in accordance
(13%) to $4.3 billion, and the cost of natural gas increased with the CPUC’s 2008 General Rate Case (GRC) decision;
by $370 million (24%) to $1.9 billion. The increase in = $47 million higher recovery of CPUC-authorized costs,
revenues was primarily due to: o which revenues are fully offset in operation and.
= the increase in cost of natural gas, which was caused maintenance expenses; and

primarily by higher natural gas prices; . * $13 million higher regulatory awards in 2010 at SoCalGas
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In 2009, our natural gas revenues decreased by $1.6 billion
(30%) to $3.8 billion, and the cost of natural gas decreased
by $1.7 billion (53%) to $1.5 billion. The decrease in -
revenues was primarily due to:

= the decrease in cost of natural gas, which was caused
primarily by lower natural gas prices; and

= $24 million lower franchise fees at'SoCaiGas; offset by -

= $80 million higher recovery of CPUC-authorized costs,
which revenues are fully offset in operation and
maintenance expenses; and

» $53 million higher authorized base margin at SoCalGas.

We discuss the changes in the cost of natural gas individually for SDG&E and SoCalGas below.

SDG&E: NATURAL GAS SALES AND TRANSPORTATION 2008-2010

(Volumes in billion cubic feet, dollars in millions)

Total

Natural Gas Sales Transportation
Customer class Volumes Revenue Volumes Revenue Volumes  'Revenue
2010: , - v o
Residential ) . 3 $340 — $— 31 $340
Commercial and industrial E ’ 14 106 8 12 22 118
Electric generation plants ' — — 28 7 28 7
. 45 $446 36 $19 81 465
Other revenues 36
Balancing accounts 13
Total( $514
20009: ‘
Residential 30 . $304 — $— 30 - $304
- Commercial and industrial . 15 100 7 10 22 ) 110
Electric generation plants — — 65 19 65 19
45 $404 72 $29 117 433
Other revenues 33
Balancing accounts , 24
- Total™ . $490
2008 _ 7 N :
Residential 31 $428 — $— ' 31 $428
Commercial and industrial ' 16" 174 7 9 23 183
Electric generation plants ) — — 68 - 26 . 68 26
' 47 $602 75 $35 ‘ 122 637
Other revenues ‘ ‘ ' 26
Balancing accounts 26
Total( $689

() Includes sales to affiliates of $1 million in both 2010 and 2009, and $2 million in 2008.

In 2010, SDG&E’s natural gas revenues increased by $24
million (5%) to $514 million, and the cost of natural gas

‘ 1ncreased by $11 million (5%) to $217 million. The increase

“in revenues was primarily due to:

» $15 million higher recovery of CPUC-authonzed costs,
which revenues are fully offset in operation and
maintenance expenses;

= the increase in-cost of natural gas, which was caused
primarily by higher natural gas prices, as we discuss
below; and

* $6 million higher authorized base margin.

In 2009, SDG&E’s natural gas revenues decreased by $199
million (29%) to $490 million, and the cost of natural gas

decreased by $209 million (50%) to $206 million. The
decrease in natural gas revenues was primarily due to the
decrease in cost of natural gas caused by lower natural gas
prices, as we discuss below.

The average cost of natural gas was $4.79 per thousand
cubic feet (Mcf) for 2010, $4.61 per Mcf for 2009 and $8.88
per Mcf for 2008. In 2010, the 4-percent increase of $0.18
per Mcf resulted in higher revenues and cost of $8 million -
compared to 2009. In 2009, the 48-percent decrease of $4.27
per Mcf resulted in lower revenues and cost of $190 million
compared to 2008.
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Natural Gas Sales

SOCALGAS: NATURAL GAS SALES AND TRANSPORTATION 2008-2010
(Volumes in billion cubic feet, dollars in millions)

Transportation

Customer class Volumes Revenue Volumes Revenue Volumes Revenue
2010:
Residential 245 $2,302 1 $ 4 246 $2,306
Commaercial and industrial 102 763 268 228 370 991
Electric generation plants — — 187 44 187 44
Wholesale — — 149 15 149 15
347 $3,065 605 $291 952 3,356
Other revenues o : 92
Balancing accounts 374
Total) - $3,822
2009: .
Residential 234 $2,032 1 $ 3 235 $2,035 -
Commercial and industrial 101 674 264 219 365 893
Electric generation plants — — 200 48 200 48
Wholesale — — 141 13 141 13
335 $2,706 606 $283 941 2,989
Other revenues 105
Balancing accounts 261
Total( $3,355
2008:
Residential 240 $2,957 1 $ 4 241 $2,961
Commercial and industrial 104 1,144 275 189 379 1,333
Electric generation plants — — 232 80 232 80
Wholesale — — 146 22 146 22
344 $4,101 654 $295 998 4,396
Other revenues 142
~ Balancing accounts 230
Total() $4,768

() Includes sales to affiliates of $44 million in 2010, $43 million in 2009 and $36 million in 2008.

In 2010, SoCalGas’ natural gas revenues increased by $467

the increase in cost of natural gas, which was caused
primarily by higher natural gas prices, as we discuss

million (14%) to $3.8 billion, and the cost of natural gas
increased by $356 million (27%) to $1.7 billion. The
increase in revenues in 2010 was primarily due to:

below, and higher volumes due to colder weather in late

2010;

$52 million higher authorized base margin;

$32 million higher recovery of CPUC-authorized costs,

which revenues are fully offset in operation and
maintenance expenses; and :

$13 million higher regulatory awards in 2010.

In 2009, SoCalGas’ natural gas revenues decreased by $1.4
billion (30%) to $3.4 billion, and the cost of natural gas
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decreased by $1.5 billion (53%) to $1.3 billion. The decrease
in revenues was primarily due to:

* the decrease in cost of natural gas, which was caused -
primarily by lower natural gas prices, as we discuss below;

and

= $24 million lower franchise fees; offset by

* $74 million higher recovery of CPUC-authorized costs,

which revenues are fully offset in operation and

maintenance expenses; and

= $53 million higher authorized base margin.

The average cost of natural gas was $4.90 per Mcf for 2010,
$4.00 per Mcf for 2009, and $8.26 per Mcf for 2008. In
2010, the 23-percent increase of $0.90 per Mcf resulted in
higher revenues and cost of $310 million compared to 2009.
In 2009, the 52-percent decrease of $4.26 per Mcf resulted in
lower revenues and cost of $1.4 billion compared to 2008.



Sempra Utilities: Electric Revenues and Cost of Electric Fuel and Purchased Power

The table below shows electric reventues for Sempra Eriergy and SDG&E. Sempra Energy Consolidated amounts are net of
intercompany transactions. Because the cost of electricity is substantially recovered in rates, changes in the cost are reflected -

in the changes in revenues.

ELECTRIC D!!STRIBUTION AND TRANSMISSION 2008-2010
(Volumes in millions of kilowatt-hours, dollars in millions)

2010

2009 2008
Customer class Volumes Revenue Volumes Revenue Volumes  Revenue
Sempra Energy Consolidated:
Residential 7,304 $1,039 7,536 $1,041 7,698 $ 976
Commercial 6,738 884 7,061 890 7,254 843
Industrial 2,115 227 2,275 236 2,340 214
Direct access . 3,202 124 3,119 106 3,235 101
Street and hlghway Ilghtlng 108 13 110 12 106 12
19,467 2,287 20,101 2,285 20,633 2,146
Other revenues ‘ 103 132 145
Balancing accounts 138 2 262
Total $2,528 $2,419 $2,553
SDG&E:
Residential - 7,304 $1,039 7,536 $1,041 7,698 $ 976
Commercial 6,738 884 7,061 890 7,254 843
Industrial 2,131 229 2,285 238 2,351 215
Direct access 3,202 124 3,119 106 3,235 101
Street and highway lighting 108 - 13 110 12 106 12
' - 19,483 2,289 20,111 2,287 20,644 2,147
Other revenues 108 137 153
Balancing accounts 138 2 262
Total(® $2,535 $2,426 $2,562

() Includes sa/es to affiliates of $7 million in both 2010 and 2009, and $9 million in 2008.

In 2010, electrlc revenues increased by $IO9 million (5%) at
Sempra Energy Consolidated and $109 million (4%) at
SDG&E to $2.5 billion primarily due to:

* $57 million higher authorized base margin on electric
generation and distribution;

= $28 million increase due to tolhng payments and natural
gas supply costs in 2010 associated with the power
generated by Otay Mesa VIE in excess of purchased
power costs in 2009 for the equivalent amount of power;

= $28 million from the recovery of a portion of the
‘ X incremental wildfire insurance premiums for the policy
* year July 2009 through June 2010; and

» $18 million higher authonzed transmission margm
offset by .

= $31 million lower recoverable expenses that are fully
offset in operation and maintenance expenses; and

* $3 million decrease in the cost of electric fuel and
purchased power excluding Otay Mesa VIE.

At both Sempra Energy and SDG&E; the cost of electric fuel
and purchased power decreased by $35 million (5%) to $637.
million for 2010 primarily due to a $32 million decrease in -

the cost of power purchased from third-party generators as a
result of the start up of new power generation at Otay Mesa
VIE, which commenced commercial operations in the fourth
quarter of 2009, along with a $3 million decrease in other
fuel and purchased power costs. Associated with this
decrease, SDG&E’s operating costs increased by $32 million
from Otay Mesa VIE’s operations.

In 2009, electric revenues decreased by $134 million (5%) at
Sempra Energy Consolidated and $136 million (5%) at SDG&E
to $2.4 billion, and the cost of electric fuel and purchased power
decreased by $228 million (25%) to $672 million. The
decreased revenues in 2009 were primarily due to: -

» the decrease in cost of electric fuel and purchased power
resulting from a net decrease in power procurement costs,
primarily from lower prices and volumes; and

» $36 million lower regulatory awards; offset by

» $54 million higher.authorized base margin on electric
generation and distribution;

= $35 million higher recoverable expenses that are fully
offset in operation and maintenance expenses; and

» $32 million higher authorized transmission margin.
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We do not include in the Consolidated Statements of
Operations the commodity costs (and the revenues to recover
those costs) associated with long-term contracts that are
allocated to SDG&E by the California DWR. However, we

Sempra Global and Parent: Revenues and Cost of Sales

do include the associated volumes and distribution revenues
in the table above. We provide further discussion of these
contracts in Note 1 of the Notes to Consolidated Financial

Statements.

The tabfe below shows Sempra Global and Parent’s Revenues and Cost of Sales.

SEMPRA GLOBAL AND PARENT: REVENUES AND COST OF. SALES 2008-2010

(Dollars in millions)

Years ended December 31

2010 2009 2008
REVENUES

Sempra Generation -$1,172 54% | $1,179 62% | $1,827 66%
Sempra Pipelines & Storage 350 16 465 25 457 = 16
Sempra LNG - 711 32 278 15 74 3
Sempra Commodities — — — — 457 16
Parent and other(!) (49) (2) (36) (2) . (29) (1)

Total revenues $2,184 100% | $1,886 100% | $2,786 100%

COST OF SALES® ' '

Sempra Generation $ 656 57% | $ 668 68% | $1,304 78%
Sempra Pipelines & Storage 123 10 243 25 348 . 21
Sempra LNG 426 37 108 11 47 3
Parent and other(" (50) 4) (43) 4) (28) (2)

Total cost of natural gas, electric fuel and purchased power $1,155 100% | $ 976 100% | $1,671 100%
Sempra Generation $ 78 86% | $§ 62 7% | $ 46 25%
Sempra Pipelines & Storage 2 2 2 3 — —
Sempra LNG 11 12 16 20 5 3
Sempra Commodities — — — — 133 73
Parent and other(!) — — — — (2 (1)

Total Gther cost of sales $ 91 100% | $ 80 100% | $ 182  100%

M Includes eliminations of intercompany activity.

(@ Excludes depreciation and amortization, which are shown separately on the Consolidated Statements of Operations.

In 2010, our Sempra Global and Parent revenues increased
by $298 million (16%) to $2.2 billion. The increase included

= $433 million higher revenues at Sempra LNG, primarily
due to increased marketing operations and the start up of
operations at its Cameron LNG receipt terminal and the
n1trogen-1n]ect10n facility at the Energia Costa Azul
receipt terminal; offset by '

= $123 diillion lower revenues at Sempra Pipelines &
Storage due to the expiration of the Comision Federal de
Electricidad (CFE) natural gas supply contract in 2009. At
the expiration of the contract, Sempra LNG began -
supplying the CFE under a separate contract ending
December 2022.

In 2009, our Sempra Global and Parent revenues decreased
by $900 million (32%) to $1.9 billion. The decrease included

» $648 million lower revenues at Sempra Generation,
primarily due to decreased power sales and unfavorable
market pricing; and
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* $457 million lower revenues from Sempra Commodities.
The 2008 revenues were primarily for periods prior to the
formation of RBS Sempra Commodities; offset by

= $204 million higher revenues at Sempra LNG, primarily
due to a full year of operations at its Energia Costa Azul
receipt terminal and the start up of operations at its
Cameron recelpt terminal.

Our cost of natural gas, electric fuel and purchased power
increased by $179 million (18%) to $1.2 billion in 2010. The
increase over 2009 was primarily associated with the higher
revenues at Sempra LNG, partially offset by a decrease
associated with the lower revenues at Sempra Pipelines &
Storage. -

In 2009, our cost of natural gas, electric fuel and purchased .
power decreased by $695 million (42%) to $976 million. The
decrease in 2009 from 2008 was associated with lower
revenues at Sempra Generation and Sempra Pipelines &
Storage, offset by increased costs associated with the higher
revenues at Sempra LNG.



Compared to 2009, our other cost of sales increased by $11
million (14%) to $91 million in 2010. In 2009, our other cost
of sales decreased by $102 million (56%) to $80 million.
The decrease in 2009 was primarily due to our reduced

interest in our commodities-marketing businesses. Other cost
of sales included $133 million in 2008 for Sempra
Commodities, primarily for periods prior to the formation of
RBS Sempra Commodities. '

Operation and Maintenance (including Litigation Expense)

In the table below, we provide a breakdown of our business units’ operation and maintenance expenses.

OPERATION AND MAINTENANCE( 2008-2010
(Dollars in millions) - S

Years ended December 31,

Sempra Utilities:
SDG&E
SoCalGas

Sempra Global:
Sempra Generation
Sempra Pipelines & Storage
Sempra LNG
Sempra Commodities

Parent and other@
Total other operation and maintenance

2010 2009 - 2008
$ 987 37% | $ 961 . 39%| $ 913 36%
1,174 44 1,138 46 1,078 43
268 10 108 4 97 4
105 4 83 3 62 2
83 3 94 4 77 3
32 1 13 1 248 10
19 1 77 3 61 2
$2,668 100% | $2,474 100% | $2,536 100%

M Includes Litigation Expense and Other Operation and Maintenance for Sempra Energy Consolidated.

@ Includes intercompany eliminations recorded in consolidation.

Sémpra Energy Consolidated

The $194 million (8%) increase in our operation and
maintenance expenses in 2010 included -

* $160 million from Sempra Generation, primarily due to
~ $145 million of litigation expense related to an agreement
~ to settle certain energy crisis litigation; and

= higher operation and maintenance expenses at the Sempra
Utilities, as we discuss below.

The decrease in our operation and maintenance expenses in
2009 included

» $235 million from our reduced interest in our
commodities-marketing businesses; and

» $58 million lower litigation expense at the Sempra
Utilities; offset by : :

= $166 million higher recoverable expenses (offset in
“revenues as incurred) and other operational costs at the
Sempra Utilities; and

“"= higher operation and maintenance costs at other Sempra;
Global business units, including $21 million at Sempra
Pipelines & Storage primarily from the consolidation of
Mobile Gas, which we acquired in October 2008, and $17
million at Sempra LNG primarily due to a full year of
operations at the Energia Costa Azul receipt terminal,
which commenced operations in May 2008, and the
commencement of operations at the Cameron receipt
terminal in July 2009,

SDG&E

In 2010, SDG&E’s operation and maintenance expenses
increased by $26 million (3%) due to:
* $19 million higher other operational and maintenance
costs, including:
» $29 million higher liability insurance premiums for
wildfire coverage and '
= $13 million at Otay Mesa VIE, offset by

* $15 million from the unfavorable resolution of a
regulatory matter in 2009; and

= $23 million net unfavorable impact from an increase in
litigation reserves in 2010 compared to the favorable
resolution of litigation in 2009; offset by

= $16 million lower recoverable expenses.

In 2009, SDG&E’s operation and maintenance expenses
increased by $48 million (5%) due to:

* $54 million higher other operational and maintenance
" costs, including:
= $15 million higher liability insurance premiums for
wildfire coverage and

* $7 million at Otay Mesa VIE, which began
commercial operations in October 2009; and

* $41 million higher recoverable expenses, including $23
million at SONGS and $13 million for the California Solar
Initiative program; offset by

* $47 million lower litigation expense.
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SoCalGas

In 2010, SoCalGas’ operat1on and maintenance expenses
increased by $36 million (3%) due to:

= $32 million higher recoverable expenses, primarily from
expenses associated with energy efficiency programs; and

= $17 dillion higher other operational and maintenance
costs; offset by

= $13 million net favorable impact from a favorable
resolution of litigation reserves in 2010 compared to
litigation expense in 2009.

In 2009, SoCalGas’ operation and maintenance expenses
increased by $60 million (6%) due to:

= $74 million higher recoverable expenses, primarily from
contributions to employee benefit plans; offset by

= $11 million lower litigation expense; and

* $3 million lower other operational and maintenance costs.

Parent and Other

In 2010, Parent and Other’s operation and maintenance
expenses decreased $58 million (75%), primarily due to a
reorganization in early 2010 that eliminated some central
functions and moved other functions to the business units.
This resulted in a reduction in general and administrative
costs and also moved costs previously incurred by Parent
and Other to the business units.

Depreciation and Amortization

Sempra Energy Consolidated

Our depreciation and amortization expense were
* $867 million in 2010

= $775 million in 2009

* $687 million in 2008

The increase in 2010 included

= $52 million at SDG&E, primarily from higher electric
plant deprematlon including a full year of operations at
Otay Mesa VIE;

* $16 million at SoCalGas from an increase in net ut111ty
plant base; and ‘

= $16 million at Sempra LNG due to the start up of the
Cameron LNG receipt terminal and Energia Costa Azul

LNG nitrogen injection facility in the second half of 2009.

The increase in 2009 compared to 2008 included

* $31 million at SDG&E, primarily from higher electric
plant depreciation and from Otay Mesa VIE;
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* $25 million at Sempra Pipelines & VStorage primarily due
- to the acquisition of EnergySouth in 2008;

* $20 million at Sempra LNG due to the start up of the
Energia Costa Azul receipt terminal in May 2008 and the
Cameron terminal in July 2009; and

= $13 million at SoCalGas from an mcrease in net ut111ty
plant base.

Gains on Sale of Assets

Sempra Energy Consolidated

Our net pretax gains on the sale of assets were
* none in 2010

= $3 million in 2009

* $114 million in 2008

The gains in 2008 included $109 million related to the sale
of the commodities-marketing businesses into RBS Sempra
Commodities, which we discuss in Note 3 of the Notes to
Consolidated Financial Statements.

Write-off of Long-lived Assets

In 2009, we recorded a $132 million Wnte-off related to
certain assets at one of Sempra Pipelines & Storage’s Liberty
Gas Storage natural gas storage projects. Sempra Energy’s
after-tax share of this write-off was $64 million. We discuss
the write-off of the assets in Note 1 of the Notes to
Consolidated Financial Statements.

Equity Earnings (Losses) Before Income Taxes
Sempra Energy Consolidated '

The earnings (losses) from our investment in RBS Sempra
Commodities, which was formed in April 2008, were

* $(314) million in 2010
= $463 million in 2009
» $383 million in 2008

Equity earnings from our investment in RBS Sempra
Commodities were adversely impacted by several factors in
2010, as we discuss in “Business Unit Results—Sempra
Commodities.” Results for 2010 include a $305 million
pretax write-down of our investment in RBS Sempra
Commodities. This amount includes a $480 million loss
related to the U.S. portion of our investment, partially offset
by a $175 million gain on the non-U.S. portion. We discuss
the write-down and additional information about the
determination and allocation of this investment’s earnings in
Note 4 of the Notes to Consolidated Financial Statements.

Amounts in 2009 and 2008 are our share of the earhings
from the operations of RBS Sempra Commodities during
those years.



Equity earnings before income taxes from our other equity
method investments were

= $22 million in 2010
* $36 million in 2009
= $37 million‘in 2008

y .
In 2010, the decrease in our equity earnings before income
taxes from other equity method investments was primarily
due to a $10 million loss on the sale of Sempra Generation’s
investment in Elk Hills in December 2010. We provide
further details about our investment in RBS Sempra
Commodities and other equity method investments in Note 4
of the Notes to Consolidated Financial Statements.:

Other Income (Expense), Net
Sempra Energy Consolidated
Other income (expense), net, was
» $140 million in 2010

* $149 million in 2009

» $(109) million in 2008

We include here the allowance for equity funds used during
construction (AFUDC) at the Sempra Utilities, regulatory
interest, gains and losses from our investments and interest
rate swaps, and other sundry amounts.

The decrease in-other income, net, in 2010 was primarily due
to: :

- $34 million in losses on interest rate instruments in 2010
" at Otay Mesa VIE compared to $27 million in gains in
2009; and
* a $20 million decrease in gains from investment activity
related to our executive retirement and deferred
compensation plans in 2010; offset by

= proceeds of $48 million from a legal settlement at Sempra
Pipelines & Storage;

RE = $18 million increase in allowance for equity funds used
i during construction, including $14 million at SDG&E
- primarily due to construction on the Sunnse Powerlink

project; and

‘ = a§10 m11110n gain recognized on an interest rate
" instrument at Parent and Other.

.- The increase in other income, net, in 2009 was primaﬁly due
~ to o S
= $108 million increase from investment activity related to
our executive retirement and deferred compensation plans
in 2009 ($55 million of gains in 2009 compared to $53
million of losses in 2008);

* a $27 million gain from interest rate instruments at Otay
Mesa VIE in- 2009 compared to a $54 million less in 2008;
and . .

= $57 million in Mexican peso exchange losses in 2008
(largely offset by foreign tax benefits arising from
fluctuations in the U.S. dollar/Mexican peso exchange rate
and inflation); offset by

* $16 million cash payment received for the early
termination of a capacity agreement for the Cameron LNG
receipt terminal in 2008.

SDG&E

Other income (expense), net, was
= $10 miltion in 2010 '

= $64 million in 2009

= $(29) million in 2008

The decrease in other income, net, in 2010 was pﬁmarily due
to:

* $34 million in losses on interest rate instruments in 2010
- at Otay Mesa VIE compared to $27 million in gains in
2009; offset by .

» $14 million increase in allowance for equity funds used
during construction primarily due to construction on the
Sunrise Powerlink project.

The change in 2009 was primarily due to a $27 million gain
from interest rate instruments at Otay Mesa VIE in 2009
compared to a $54 million loss in 2008.

We provide further details of the components of other
income (expense), net, in Note 1 of the Notes to
Consolidated Financial Statements.

Interest Income

The table below shows the interest income for Sempra -
Energy Consolidated, SDG&E, PE and SoCalGas.

INTEREST INCOME 2008-2010
(Dollars in millions) R S
Years ended December 31,
2010 2009 2008

Sempra Energy Consolidated $16 $21 $45

SDG&E — 1 6
PE 2 4 - 22
SoCaIGas 7 1 3 1

In 2010, the decrease ‘in‘Sempra Energy Consolidated’s
interest income was primarily attributable to:

» $4 million net lower interest income at Sempra
Pipelines & Storage due to the repayment of a $100
million loan in late 2009 by Chilquinta Energia S.A., an
unconsolidated affiliate, offset partially by interest income
from bonds purchased from Chilquinta Energia S.A. in late
2009, as discussed in Note 4 of the Notes to Consolidated
Financial Statements; and
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= $2 million lower interest income resulting from lower'
average short-term investment balances in 2010 at -
‘SoCalGas... “ ;

In 2009, Sempra Energy Consohdated’s interest income
decreased due to:

= $5 milion lower interest income from our reduced
ownership interest in the commodities-marketing
businesses;

= $4 million associated with the remarketing of industrial
development bonds in 2009 at Parent and Other;

*» $4 million from a decrease in a note receivable due from
an unconsolidated subsidiary of Sempra Generation as a
result of converting the note to equity; and

= lower interest rates, offset by higher average short-term
investment balances.

The decrease in SDG&E’s interest income in2009 was

primatily due to lower interest rates; offset by higher average

short-term investment balances.

The decrease in PE’s interest- income in 2009 was primarily
due to:

= lower interest income at SoCalGas, which we discuss
below; and

» lower interest rates on notes receivable due from Sempra
Energy to PE, partially offset by higher average balances
on those notes.

The decrease in'SoCalGas’ interest income in 2009 was

primarily due to:

* decreased interest income from lower interest rates,
partially offset by higher average short-term investment
balances in 2009 compared to 2008; and

* lower interest rates and lower average balances on notes
receivable from Sempra Energy.

Interest Expense

The table below shows the interest expense for Sempra
Energy Consolidated, SDG&E, PE and SoCalGas.

INTEREST EXPENSE 2008-2010

(Dollars in millions) - )
Years ended December 31,

2010 2009 - . 2008

Sempra Energy Consolidated $436  $367 ' $253

SDG&E 136 104 . 96
PE ' 66 69 . 65

SoCalGas " v 66 68 62
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Sempra Energy Consolidated

Our interest expense increased by $69 million (19%) in 2010
compared to 2009 due to:

* $80 million higher interest expense, primarily from long-
term debt issued in 2009 and 2010 at Parent and Other and
SDG&E;

* $27 million lower capitalized interest, primarily at Sempra
LNG due to completion of construction projects; and

* $14 million in interest expense at Otay Mesa VIE in 2010;
offset by

* $30 million lower interest expense from maturities of debt
at Parent and Other; and

= $16 million lower short-term debt interest expense,
primarily from lower average commercial paper
borrowings and interest rates, and reduced interest expense
related to energy crisis litigation reserves at Parent and .
Other.

Our interest expense increased by $114 million (45%)'in
2009 compared to 2008 due to:

* $73 million higher net interest expense at Parent and Other
primarily from long-term debt issued in 2008 and 2009
and higher average commercial paper borrowings in 2009,
partially offset by lower interest rates on the commerc1a1
paper;

* long-term debt issued in 2009 at SDG&E and in 2008 at
SoCalGas, partially offset by lower interest rates;

= $18 million reduced interest expense related to litigation
reserves in 2008; and

= $17 million net lower capitalized interest, including $26
million lower capitalized interest at Sempra LNG due to
completion of construction projects, offset by $7 million
higher capitalized interest at Sempra Pipelines & Storage.

SDG&E

SDG&E’s interest expense increased by $32 million
(31%) in 2010 compared to 2009 primarily from long-term
debt issued in 2009 and 2010, and from interest expense. at
Otay Mesa VIE in 2010.

In 2009, SDG&E’s interest expense incréased by $8 million
compared to 2008 primarily due to long-term debt issued in
2009, partially offset by lower interest rates.

PE and SoCalGas

Interest expense for 2010 at PE and SoCalGas decreased.by
$3 million and $2 million, respectively.

In 2009, PE’s and SoCalGas’ interest expense increased $4
million and $6 million, respectively, primarily due to long-
term debt issued by SoCalGas in the fourth quarter of 2008,
partially offset by lower interest rates.



Income Taxes

The table below shows the income tax expense and effective income tax rates for Sempra Energy, SDG&E, PE and SoCalGas.

INCOME TAX EXPENSE AND EFFECTlVE INCOME TAX RATES 2008 2010

(Dollars in mllllons)

F)

i

Years ended December 31,

2010 2009 2008
Income Tax Effective Income Income Tax Effective Income Income Tax Effective Income
'Expense Tax Rate - Expense Tax Rate - . Expense Tax Rate
Sempra Energy Consohdated $102 13% $422 29% $438 30%
SDG&E ) 173 33 177 32 161 36
PE ' - 175 38 145 35 141 36

SoCalGas - 176 : 38

Sempra Energy Consolidated

Sempra Energy’s income tax expense decreased in 2010 due
to both lower pretax income and a lower effective income
tax rate. The lower rate was primarily due to:

* higher pretax income in countries with lower statutory
rates, including a large non-taxable gain related to our
share of the RBS Sempra Commodities sale to J.P.
Morgan Ventures Energy Corporation on July 1, 2010,
discussed below;

* higher investment tax credits;

= higher excluSions from taxable income of the equity
portion of AFUDC; and

» lower tax expense in 2010 due to Mex1can currency
translation and inflation adjustments; offset by

. a $16 million write-down of the deferred tax assets related
to other postretirement benefits, as a result of a change in
U.S. tax law that eliminates a future deduction, starting in
2013, for retiree healthcare funded by the Medicare Part D
subsidy; .

» the impact of Otay Mesa VIE, as we discuss below;

= $11 million state income tax expense related to our exit
from the RBS Sempra Commodities business;

» lower favorablé adjustments related to pnor years’ income
tax issues; and

* an increase in the amount by which book depreciation
exceeds nofmalized tax depreciation, which is not treated
*. as a deferred tax asset for ratemaking purposes.

In 2009, Sempra Energy’s income tax expense decreased_‘by
" $16 million (4%) due to a lower effective income tax rate,
offset partially by higher pretax income. The lower rate
resulted from:

* higher pretax income in countries with lower statutory
rates;

* the impact of Otay Mesa VIE, as we discuss below;. and

* higher deductions for self-developed software costs; offset
by :

144 34 140 36

= higher income tax expense related to Mexican currency
translation and inflation adjustments; and

» the impact of noncontrolhng interests, as we discuss
below.

The results for Sempra Energy Consolidated and SDG&E
include Otay Mesa VIE, which is consolidated, and
therefore, Sempra Energy Consolidated’s and SDG&E’s
effective income tax rates are impacted by the VIE’s stand-
alone effective income tax rate. This impact caused Sempra
Energy Consolidated’s rate to increase (decrease) 1% in
2010, (1)% in 2009 and 1% in 2008 and SDG&E’s rate to
increase (decrease) 1% in 2010, (2)% in 2009 and 4% in
2008.

In 2009, Sempra Energy recorded an income tax benefit of
$35 million from the write-off of assets at Liberty, which we
discuss in Note 1 of the Notes to Consolidated Financial
Statements. This tax benefit was due to a non-recurring event
in 2009.

We report as.part of our pretax results the income or loss
attributable to noncontrolling interests. However, we do not
record income taxes for this income or loss, as our entities
with noncontrolling interests are currently treated as
partnerships for income tax purposes and thus we are only
liable for income taxes on the portion of the earnings that are
allocated to us.

As our entities with noncontrolling interests grow, and as we
may continue to invest in such entities, the impact on our
effective income tax rate may become more significant.

In 2010, the effective income tax rate was low primarily due
to the following related to RBS Sempra Commodities:

= approximately $150 million of a total $175 million
non-U.S. gain on sale of the businesses and assets within
the joint venture is a non-taxable, one-time event; and

= approximately $40 million non-U.S. earnings from the
operations of the joint venture and approx1mately $25
million of the non-U.S. gain on sale of the businesses and
assets within the joint venture, as discussed above, are net
of income tax paid by the partnership.
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The net-of-tax equity earnings from RBS Sempra
Commodities in Sempra Energy’s pretax income were .
approximately $25 million in 2008 and approximately $68
million in 2009. In future years, due fo the sale of
substantially all of the businesses and assets of the joint
venture in 2010, we do not expect to have equity earnings
net of income tax reflected in our pretax income. The two
items above, along with lower pretax income from the $480
million impairment of the U.S. portion of our investment in
the joint venture, resulted in the lower overall effective tax
rate.

In 2011, we anticipate that our effective tax rate will increase
approximately 15% because of projected higher pretax
income and because we are not currently anticipating any
similar one-time events. In the years 2012 through 2014, we
are currently projecting that our effective income tax rate
will be between 2% higher and 6% lower than the
anticipated 2011 effective income tax rate. This fluctuation
in effective income tax rates is due to: projected increasing
pretax income; a decrease in favorable tax-deductions for
self-developed software costs; an increase in the amount by
which book depreciation exceeds normalized tax .
depreciation; and lower exclusions from income for the
equity portion of AFUDC; offset by tax incentives from
renewable energy prOJects '

SDG&E

SDG&E’s 1nc0me tax expense decreased in 2010 primarily v
from lower pretax income, partially offset bya higher
effective income tax rate resultmg primarily from:

* the impact of Otay Mesa VIE, as we discuss above;

* a $3-million write-down of the deferred tax assets related
to other postretireinent benefits as a result of a change in
U.S. tax law, as we discuss above;

= an increase in the amount by which book depreciaticn
exceeds normalized tax depreciation, which is not treated
as a deferred tax asset for ratemaking purposes; and

* lower deductions for self-developed software costs; offset
by . S

. hlgher exclu51ons from taxable income of the equlty
portion of AFUDC; and

= higher favorable adJustments related to prior years
income tax issues. '

In 2009, SDG&E’s income tax expense increased by $16
million (10%) due to higher pretax income, offset partially
by a lower effective income tax rate. The lower effectlve tax
rate was primarily due to:

= the impact of Otay Mesa VIE, as we dlSCllSS above; offset
by »
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= lower favorable impact from the resolution of prior years’
income tax issues.

We are currently projecting that SDG&E’s effective income
tax rate will increase between 2% and 7% over the next five
years. A projected rise in pretax income, combined with a
decrease in favorable income tax deductions for self-
developed software costs, an increase in the amount by
which book depreciation exceeds normalized tax
depreéciation, and lower exclusions from income for the
equity portion of AFUDC, will likely cause SDG&E’s
effective tax rate to increase. The decreases in deductions for
self-developed software costs and income exclusions for
AFUDC are expected to result from the projected completion
of the Sunrise Powerlink transmission line and the
completion of SDG&E’s advanced meters project.

PE and SoCalGas

Income tax expense increased in 2010 at PE and SoCalGas
primarily due to higher pretax income, as well as higher
effective income tax rates primarily due to a $13 million
write-down of the deferred tax assets related to other ,
postretirement benefits as a result of a change in U.S. tax
law, as we discuss above.

In 2009, PE’s and SoCalGas® income tax'expense increases
were due to higher pretax income, offset primarily by larger
deductions for self-developed software costs.

In 2010, the effective income tax rate of SoCalGas was
higher due to a one-time event, which was the $13 million
write-down of the deferred tax assets related to other
postretirement benefits as a result of a change in U.S. tax
law. In 2011, we are not currently anticipating any similar
one-time events, and thus, we currently project that our
effective income tax rate will decline by approximately 2%.
From 2012 through 2015, we are currently projecting that
SoCalGas’ effective income tax rate will increase between
3% and 7% compared to the anticipated lower 2011 effective
income tax rate. SoCalGas expects that a rise in pretax
income, combined with a decrease in favorable income tax
deductions for self-developed software costs and an increase
in the amount by which book depreciation exceeds
normalized tax depreciation, will cause the effective income
tax rate to increase.

The Tax Relief Unemployment Insurance
Reautl_zoriZation, and Job Creation Act of 2010

In December 2010, the Tax Relief, Unemployment Insurance
Reauthorization, and Job Creation Act of 2010 (2010 Tax
Act) was signed into law. The 2010 Tax Act included the
extension of bonus depreciation for U.S. federal income tax
purposes for years 2010 through 2012 and an increase in the
rate of bonus depreciation from 50 percent to 100 percent.
This increased rate only applies to certain investments made



after September 8, 2010 through December 31, 2011. Due to
the extension of bonus depreciation, we are currently -
projecting that Sempra Energy will generate large U.S.
federal income net operating losses (NOLs) in 2011 and
2012, which we currently project will not be fully utilized
until 2014. Because of these projected NOLs, Sempra
Energy expeéts no U.S. federal income tax payments in
years 2011 through 2013. However, because bonus
depreciation only creates a temporary difference, versus a
permanent difference, between Sempra Energy’s U.S.
federal income tax return and its U.S. GAAP (accounting
principles generally accepted in the United States of
America) financial statements, it does not impact Sempra
Energy’s effective income tax rate. We expect larger U.S.
federal income tax payments in the future as these temporary
differences reverse.

Bonus depreciation, in addition to impacting Sempra
Energy’s U.S. federal income tax payments in 2011 through
2013, will also have a temporary impact on Sempra Energy’s
ability to utilize its U.S. federal income tax credits, which
primarily are investment tax credits and production tax
credits generated by Sempra Energy’s current and future
renewable energy investments. However, based on current’
projections, Sempra Energy does not expect, based on a
more-likely-than-not criteria required under U.S. GAAP, any
of these income tax credits to expire prior to the end of their
20-year carryforward period, as allowed under current U.S.
federal income tax law.

" We also expect the bonus depreciation to reduce SDG&E’s
" and SoCalGas’ rate base, which will impact their 2012 GRC
requests for authorized revenue requirement for the 2013 to
2015 period, as we discuss in Note 15 of the Notes to -

Consolidated Financial Statements.

Additionally, the 2010 Tax Act extended for years 2010 and
2011 the U.S. federal income tax law known as the look-
through rule. This rule allows, under certain situations, for
certain non-operating activity (e.g., dividend income, royalty
income, interest income, rental income, etc.), of a greater
than 50-percent owned non-U.S. subsidiary, to not be taxed
under U.S. federal income tax law. If this rule is not

~ extended beyond 2011, Sempra Energy’s effective income
“'tax rate could potentially increase in subsequent years.

 Equity Earnings, Net of Income Tax

Sempra Energy Consolidated |

Equity earnings of unconsolidated subsidiaries, net of
income‘tax, were

= $49 million in 2010

* $68 million in 2009

» $63 million in 2008

Equity earnings, net of income tax, which are primarily
earnings from Sempra Pipelines & Storage’s equity method
investments, decreased in 2010 primarily due to:

* a $44 million pretax write-down of its investment in
Argentina; offset by

*» $19 million earnings related to the joint-venture interest
acquired from El Paso Corporation in April 2010; and

* $13 million higher earnings from investments in Chile and
Peru.

(Earnings) Losses Attributable to Noncontrollmg
Interests

Sempra Energy Consolidated

Losses attributable to noncontrolling interests inéreased by
$9 million in 2010 primarily due to:

* Josses attributable to Otay Mesa VIE of $16 mllhon in
2010 compared to earnings of $24 million in 2009, which
we discuss below; offset by

= $33 million associated with the write-off of assets at
Liberty in 2009.

Losses attributable to noncontrolling interests decreased $48
million in 2009 due to:

» $27 million in gains on interest rate instruments in 2009 at
Otay Mesa VIE compared to losses of $54 million in 2008;
offset by

= $33 million associated with the write-off of assets at
Liberty in 2009.

SDG&E

Losses attributable to noncontrolling interests, all related to
Otay Mesa VIE, were $16 million in 2010 compared to
earnings of $24 million in 2009. The change was primarily .
due to:

* $34 million in losses on interest rate instruments in 2010
compared to $27 million in gains in 2009; and '

» $14 million in interest expense in 2010; offset by

» a $34 million increase in operating income.

Earnings attributable to noncontrolling interests were $24
million in 2009 compared to losses of $54 million in 2008,
due primarily to $27 million in gains on interest rate
instruments in 2009 at Otay Mesa VIE compared to losses of
$54 million in 2008.

Earnings

We summarize variations in overall earnings in “Overall
Results of Operations of Sempra Energy and Factors
Affecting the Results” above. We discuss variations in
earnings by business unit above in “Business Unit Results.”
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TRANSACTIONS WITH AFFILIATES

We provide information about our related party transactions
in Note 1 of the Notes to Consolidated Financial Statements.

BOOK YALUE PER SHARE

Sempra Energy’s book value per share on the last day of
each year was

= $37.54in 2010
= $36.54 in 2009
* $32.75 in 2008

The increases in 2010 and 2009 were primarily the result of
comprehensive income exceeding dividends. The increase in
2010 was offset to a large extent by the reduction in common
stock shares from a 2010 share repurchase program at an
amount per share greater than book value. We discuss the
share repurchase program in Note 13 of the Notes to
Consolidated Financial Statements.

CAPITAL RESOURCES AND LIQUIDITY
OVERVIEW

We expect our cash flows from operations to fund a
substantial portion of our capital expenditures and dividends.
In addition, we may meet our cash requirements through the
issuance of short-term and long-term debt and the expected
distributions from RBS Sempra Commodities related to
proceeds from the transactions to sell certain businesses
within the joint venture, as we discuss below.

Significant events in 2010 affecting capital resources,

liquidity and cash flows were

= $849 million in distributions received from RBS Sempra
Commodities related to the sale of joint venture businesses
and assets

= $500 million Sempra Energy common stock repurchase
program -

= long-tetm debt issuances at SDG&E ($750 million) and
SoCalGas ($300 million) _

= Sempra Pipelines & Storage’s purchase of Mexican,,
pipeline and natural gas infrastructure assets for. .
approximately $300 million

» Sempra Generation’s $209 million initial investment in
Cedar Creek 11

= $905 million Sempra Energy debt retirements

= settlement to resolve ehergy crisis litigation in 2010,
which resulted in a cash payment of $130 million in
January 2011
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» new four-year, revolving credit facilities at Sempra
Energy, Sempra Global and the Sempra Utilities

We discuss these events in more detail later in this section.

Our committed lines of credit provide liquidity and support
commercial paper. As we discuss in Note 5 of the Notes to
Consolidated Financial Statements, in October 2010, Sempra
Energy, Sempra Global and the Sempra Utilities entered into
agreements for new credit facilities to replace the previous
three-year revolving credit agreements that were scheduled
to expire in 2011. The new agreements have a longer term
(four years) and, in light of our exit from the commodities
joint venture, a lower total credit commitment by $500
million at Sempra Global. At Sempra Energy and Sempra
Global, the new agreements are syndicated broadly among
23 different lenders and at the Sempra Utilities, among 22
different lenders. No single lender has greater than a
7-percent share in any agreement.

The table below shows the amount of available funds at
year-end 2010:

AVAILABLE FUNDS AT DECEMBER 31, 2010
(Dollars in millions)

Sempra .
Energy PE/
Consolidated SDG&E SoCalGas
Unrestricted cash
and cash
equivalents $ 912 $127 $417
Available unused
credit(™

2,573 363 - 563

(1 Borrowings on the shared line of credit at SDG&E and SoCalGas,
discussed in Note 5, are limited to $600 million for each utility and
$800 million in total. SDG&E’s available funds reflect variable-rate
demand notes of $237 million supported by the line. SoCalGas’
availability reflects the impact of SDG&E’s use of the combined
credit available on the line.

Sempra Energy Consolidated

We believe that these available funds and cash flows from
operations, distributions from equity method investments
and security issuances, combined with current cash balances,
will be adequate to:

= finance capital expenditures

= meet liquidity requirements

= fund shareholder dividends

= fund new business acquisitions or start-ups

In 2010, we and RBS completed three transactions that
substantially completed the divestiture of the principal
businesses and assets of RBS Sempra Commodities. In July
2010, RBS Sempra Commodities sold its global metals and
oil businesses, as well as the European natural gas and power



business. Our share of the proceeds from this transaction
approximated $1 billion, including a $134 million
distribution of 2009 partnership earnings related to the
businesses sold. In November 2010, RBS Sempra
Commodities sold its U.S. retail commodity marketing
business for $318 million in cash, plus assumption of all
debt, to Noblé Group Ltd. In December 2010, the joint
venture sold most of its remaining assets to J.P. Morgan
Ventures Energy Corporation (J.P. Morgan Ventures), a unit
of JP Morgan. In February 2011, the partnership’s remaining
trading systems and certain residual assets were sold to
Société Générale. :

We expect our share of the proceeds from the sales of all of
the partnership’s businesses and related cash distributions to
total $1.8 billion to $1.9 billion. This includes approximately
$1.3 billion from the completed transactions, plus $500
million to $600 million consisting primarily of cash and
accounts receivable, as well as net margin that is expected to
be collected as customers are transferred to JP Morgan. The
transfer of all accounts to JP Morgan will be done as
promptly as practicable in 2011. We used $500 million of -
the proceeds in 2010 to repurchase shares of Sempra Energy
common stock under a Collared Accelerated Share
Acquisition Program, which began in September 2010. We
discuss the share repurchase program in Note 13 of the Notes
to Consolidated Financial Statements.

Both SDG&E and SoCalGas issued long-term debt in 2010
and both Sempra Energy and SDG&E issued long-term debt

- in 2009. Changing economic conditions could affect the

< availability and cost of both short-term and long-term
financing. If cash flows from operations were to be
significantly reduced or we were to be unable to borrow
under acceptable terms, we would reduce or postpone
discretionary capital expenditures and investments in new
businesses. If these measures were necessary, they would
primarily impact our Sempra Global businesses, as credit
availability for the Sempra Utilities has not been
significantly impacted by the credit crisis. Discretionary
expenditures at Sempra Global include projects that we have
not yet made firm commitments to build, primarily
renewable generation facilities. We continuously monitor

our ability to finance the needs of our operating, investing
and financing activities in a manner consistent with our
intention to maintain strong, investment-grade credit ratings
and capital structure.

In December 2010, the Tax Relief, Unemployment Insurance
Reauthorization, and Job Creation Act of 2010 was signed
into law. We discuss the potential and expected impacts of
the law on our cash flows in “Results of Operations—
Changes in Revenues, Costs and Earmings—Income Taxes”
above.

We have significant investments in several trusts to provide
for future payments of pensions and other postretirement
benefits, and nuclear decommissioning. The value of the
trust funds’ investments declined in 2008 and the first
quarter of 2009 due to a decrease in the equity market and
volatility in the fixed income market. Values increased from
favorable market activity later in 2009 and in 2010.
However, these markets continue to be volatile. The changes
in asset values have not affected the funds’ abilities to make
required payments, but may impact funding requirements for
pension and other postretirement benefit plans. At the
Sempra Utilities, funding requirements are generally
recoverable in rates.

On February 18, 2011, our board of directors approved an
increase to our quarterly common stock dividend to $0.48
per share ($1.92 annually), an increase of $0.09 per share
($0.36 annually) from $0.39 per share ($1.56 annually)
authorized in February 2009. Our target annual dividend
payment ratio is 45 percent to 50 percent of earnings.

We discuss our principal credit agreements further in Note 5
of the Notes to Consolidated Financial Statements.

Short-Term Borrowings

Our short-term debt is used to finance capital expenditures,
meet liquidity requirements, fund shareholder dividends and
fund new business acquisitions or start-ups. Our corporate
short-term unsecured promissory notes, or commercial
paper, were our primary source of short-term debt funding in
2010.
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The following table shows selected statistics for our
commercial paper borrowings for 2010:

COMMERCIAL PAPER STATISTICS

(Dollars in millions)
4 Commercial
* Paper

Sempra Energy Consolidated
Amount outstanding at December 31,

20100 $ 958
Weighted average interest rate at

December 31, 2010 0.46%
Maximum month-end amount during 2010@ $1,227
Monthly weighted average amount

outstanding during 2010 $ 730
Monthly weighted average interest rate

during 2010 0.46%

SDG&E

Amount outstanding at December 31, 2010 $ —
Weighted average interest rate at
December 31, 2010

Maximum month-end amount during 2010 $ 182

Monthly weighted average amount

outstanding during 2010 $ 33
Monthly weighted average interest rate

during 2010 0.26%

(™ Includes $800 million classified as long-term, as we discuss in
Note 5 of the Notes to Consolidated Financial Statements.

2 The largest amount outstanding at the end of the last day of any
month during 2010.

Significant cash flows impacting short-term debt levels at
Sempra Energy Consolidated during 2010 were a paydown
of maturing long-term debt at Parent and Other in March
($500 million), investments by Sempra Pipelines & Storage
in April ($300 million), a distribution from RBS Sempra
Commodities in July ($690 million), prepayment of $500
million to repurchase shares of Sempra Energy common
stock in September, and in the fourth quarter, forecasted cash
needs for capital investments and an energy crisis litigation
settlement. '

Sempra!Utilities
SoCalGas expects that cash flows from operations and debt

issuances will continue to be adequate to meet utility capital -

expenditure requirements. Due to the large capital - |
investment plan for SDG&E, including the purchase of the
El Dorado electric generation facility from Sempra
Generation, SDG&E expects that in addition to its cash
flows from operations and debt issuances, Sempra Energy
will contribute additional capital in 2011 to maintain
SDG&E’s authorized capital structure. After an extended
review period associated with the Sunrise Powerlink project
and the resultant delay in initiating construction activities,
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SDG&E declared and paid a $150 million common dividend
to Sempra Energy in the first quarter of 2009. SoCalG